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ntil about a fortnight or so

ago, very few people outside

Kerala, or those who did not

have roots in the state, had

heard about the Kims hospital

chain or Dr Mohammed Illias Sahadulla,

78, its cofounder. Blackstone Group Inc
changed that on 30 October.

Inalayered transaction, the $1 trillion

private equity investor invested in Care

How Dr M.L Sahadulla built a hospital network that had the Blackstone group swooping in

utation for his steadfast dedication to
medical ethics. As a businessman, he is
known for demonstrating that Indian
businesses can grow without losing their
morals.

The story of Kims is the story of this
doctor who built a hospital chain amid
adversity and personal tragedies. Saha-
dulla was determined to provide qualit;
healthcare in Kerala but struggled to rais
funding as banks refused to front him
money saying his idea wouldn’t make
money. Eventually, however, hewould go
on to build the ho:plldl network that

Hospitals, South India-based hos-
pital chain, and Care, in turn, invested in
Kims Healthcare Management Ltd. The
deal created one of India’s biggest hospital
chains, worth overabillion dollars, pend-
ing legal procedures, Mint had reported.
Together, Kims and Care have 4,000
beds in 23 hospitals in 1l southern towns.
The deal also offers a blockbuster exit for
homegrown private equity firm True
North, which effectively holdsa43% stake
in Kims today, according to one person
involved in the deal. He didn't want to be
identified. True Northreportedlyinvested
$200 million in Kims in 2017.
Sahadullastarted Kims with his brother
and businessman E.M.
Najeeb in 2002. The
founders, their family
members and friends
own 30% of the com-
pany. Apart from True
North, some family

members and friends,

company. But the man-
agement is expected to
remain the same, except for a board seat
for Blackstone, according to the person
cited above.

'he deal gives True North and other
earlyinvestors agood exit. Some will gain
32x their investments,” the person said.

WHOISDRSAHADULLA?

major reason the big players were

drawn to the southern hospital net-
work is Dr Sahadulla, a man who looks
morelike anathlete thana doctor, thanks
to hisactive life and years playing tennis
and badminton. He has a unique story,
cleanbooks, an ethical 4[ulude tohealth-

andvaluesare of the highest
sistent with high rat-
ings. He (S hada

Together, Care and Kims
Health will have over 4000
beds, across 23 facilities in

T cities. That makes the

entity one of India’s top

hospital chains.

Had b enecessFal fam y business selling
locally procured coir to those who
exported it to other countries.

There was a personal angle to Saha-
dulla’s dream of becoming a doctor. The
family believed top-quality healthcare
could have saved the life of his mother,
who diedyoungin a private hospital. Fur-
ther, a cousin who was a role model,
became adoctorin thearmy and encour-
aged him to become adoctor.

Sahadulla credits his
onal growth to
y three decades
spent working abroad,
which exposed him to
the best medical prac
tices globally. After fin-
ishing medical school
and post-graduation in
Kerala, he studied and
worked in the UK. The
journey took him from
London to Birmingham and Glasgow, and
on to a life-changing opportunity in the
Middle East. He joined Saudi Aramco, one
of the world’s largest oil firms.

Sahadulla worked there for 25 years,
rising to a management position dflel
joiningasan internist.

Ifit was his mother’s treatment at a pri-
vate hospital that made him become a
doctor, another personal tragedy, his
father’s illness, and the treatment he
receivedata government hospital in Thir-
uvananthapuram in the early 1990s, led
him to return home and establish Kims.

“Inever considered entrepreneurship
until my father became ill,” he said.

Asachronic smoker, his father suffered
from breathing problems. He w
to a government hospital in his home-
town, Thiruv: dndnlhdpuldm butinstead
oftreating ita ry illness, the doc-

working in the Middle East and w: mled to
put patients first. This approach inter-
ested us,” Chander added.

Asadoctor, Sahadullahas earned arep-
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torstreateditasa cardiac issue, said Saha-
dulla. They administered lots of morphine
and, according to Sahadulla, excessive
dosesof morphineare contraindicated for
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respiratory issues. His father suffered a

respiratory arrest, and although he sur-

edit, hedied withinamonth due o the

side effects, he's:

Beyond the misdiagnosis, Sahadulla
b struck by the lack of basic fa

therespiratory arrest, the family had to lift
him up the stairs ona trolley because the
lift to the emergency care unit was not
working, Sahadulla said.

After his father’s death, Sahadulla con-
sidered returning to India, and doing
something to transform healthcare in his
hometown. “Where will I work if T
return?” he asked his brother and Kims
cofounder EM Najeeb, who was running
a hospitality company, Airtravel Enter-
prises India Ltd, at the time. Nz
ised to set up a hospital for
thought it was past time for the
ahospital good enough to accommodate
doctorslike him,” Najeeb said in arecent
interview. “From then on, buildinga good
hospital so he can return became the fam-
ily’s top priority.”

CONSTANT OBSTACLES
Bunkswem initially unwilling to invest
in Kims, making it difficult to secure
funds. But the brothersstood firm in their
belief that Thiruvananthapuram and
other southern cities lacked quality
healthcare.
They bootstrapped the hospital using
their own money and funds from their
friends. Sahadulla pledged his house,
other properties, and life savings from his
nearly 30-year career abroad. Najeeb did
thesame. About 50 city residents, mostly
relativesand friends, bought project land
by investing32-5lakh each and got shares
in return. Beyond this, the brothers
needed institutional borrowing.
“Webought marshy land for the hospi-
e land for a reasonable cost
notavailable. Many investors came to
see the place and didn’t even want to get
outoftheir carsince their shoes would get
muddied,” recalled Sahadulla.
Eventually, the public sector Kerala
State Industrial Development Corpora-
tion (KSIDC) backed the prop i
that loan to prove the project’
the brothers secured another loan from
another state-owned firm, Housing and
Urban Development Corporation Ltd
(HUDCO). After otherbanks joined, they
got the340 crore investment they wanted.

GROWTH AND EXPANSION

he first Kims hospital opened in six
ars with only 250 beds. Today, the
group hasabout 2,000 bedsin four opera-
tional hospitals, in Thiruvananthapuram,
Kottayam, Kollam and Perinthalmanna. A
300-bed hospital in Nagercoil, Tamil
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PE firm Blackstone has acquired
controlling stakes in Care
Hospitals and Kims Healthina
$1billion deal. This is Blackstone's
firstinvestment in the Indian
healthcare services space.

WHY

Dr. M.I. Sahadulla is the driving
force behind Kims. He decided
to build a top-notch hospital in
Kerala after watching his parents

suffer from poor healthcare.
Soon, it would grow into a chain.

AND

When it started, Kims had little
private competition. The chain
differentiated itself by focussing
ontertiary care in Kerala. It
pioneered organ transplants and
other complex procedures.

Nadu,justacrossthe border, isexpected to
be operational by March 2024, making it
one of the largest hospital chains in the
south. The business has a 31,000 crore
turnover today with an Ebitda (earnings
befme |me|e>l taxes, depreciation, and
amor 3250 crore, said Sahadullz

A few things worked in their favour,
said the doctor. “One, we began when
there were perhaps only one or two pri-
vate hospitalsin the area,” he said. Second,
headded, asacity, Thiruvananthapuram
was ready for quality health care, even
though it cost more.

Kimsalso differentiated itself by focus-
singon tertiary care. “We were pioneersin
areas requiring s| i

‘ There issuch
petty corruption®
going on in
healthcare... our

biggest achie

rement

is that we never

did that.

M.I.SAHADULLA,

founder chairman and managing director

of KIMS Health

a

thisisa far superior long-term offer;
Sahadulla. “As a full-timer, your office
hoursare scheduled. With freelance con-
sultation, they generally do not have a
family life. This offered them excellent
payand quality time for family and leisure
afterwork hours. Most of the doctors who
werereturning from England or the US at

to procure resources and care for the
poorerand marginalized sections, people
like Sahadulla stepped up and offered
enormoushelp.

KEEPING THINGS CLEAN

thetime i yjoinedus,” he said.

The business boomed and hit break-
even in two years, said Sahadulla. The
group started expanding and today, it is
one of the two dominant players in the
healthcare sector in the state—the other
ter-MIMS hos-

ectorhasgrown
overthe yearsin Kerala. Despite the high
avy funding of public hos-
over 7% of total expenditure—the
majority of doctors, hospitalsand beds in
the state are now with the private sector,
according to the state planning board.
Correspondingly, Kerala also has the
highest out-of-pocket-expenditure on
health in the country, at 37,206 in
2019-20,according to data from National
Health Authority.

BEYOND BUSINESS
Sahudu]]u's legacy
goes well beyond
making a lot of money
for his investors. When
the government capped
the price of cardiac
stents in 2017, every-
one’s earnings dropped
except his, said True
North’s  Chander.
“Because his mode of
pricing was just 25%
markup, unlike the exorbitant prices
charged by others. He already had a cap
installed before the government forced
" said Chander.
“His quality of infrastruc-

About 60% of the hospital
chain's clientele are people
hailing from the middle and
upper income classes, and
better placed to bear
out-of-pocket expenses.

fundin;

,had mostly todo with
his moral crusade against the unethical
practicesin the healthcare business. It also

became his most important legacy
Right from the start, Kims estal
standard practices that made it somewhat
unpopular in the medical communi
well as with the general public. All trans-
actions were routed through banks, and
doctors were banned from availing of
commissions in any manner.
Everybody around me said the busi-
ness would not take off if I don’t leave
some leeway for unethical practices. But
Iwanted to stay away from it as much as
possible,” said Sahadulla. “Many people
resisted. Even our own doctorsresisted,”
headmitted. “Back then, fora33 lakh sur-
gery, people were used to paying 32 lakh
through the bank and 31lakh in cash so
youdon'thave to pay tax,” he said.
“There is such petty corruption going
on in healthcare, organ
purchase, etc., even
today,” he said. “Ourbig-
gestachievement is that
we never did that. 1
believe that if you do it
with ethics, in a very
straightforward manner,
healthcare willbe much
better respected and
you'llreceive muchbet-
ter profit,” he added.
Soon, other private hospitals in Ker-
ala, most of them started by doctors,
also adopted the same business prac-
tices, he said.
5 also had a sharp eye on the

ture, equipment, even space between
beds, were all far better than other hospi-

tals,” headded.
During the pandemic phase of the cov-
id-19 5 worked closely

suchas organ transplants, micro-incision
surgery, and complex procedures like
interventional radiology,” he noted.

Today, 60% of the hospital’s clientele
are from middle- toupper-income groups,
mostly earning over310 lakh perannum,
with the ability to spend out of pocket on
health care, according to internal esti-
matesseen by Mint. Therest are corporate
customers, and some poor people who
avail of subsidized healthcare through
charitable foundations.

How did Kims attract and retain good
doctors?

“Our doctors recognized early on that

with the government. Kims had a whole
building converted into a covid care cen-
tre, and had the highest number of
patients, around 300, during the lock-
i hadulla.

id that Kims,

hesitation in providi

business end of things. For instance, Kims
strictly prohibitsits doctors from working
outside the hospital, a typical practice. It
also instituted a no-food policy and grew
afood and beverages vertical that istoday
bringingin nearly 360 crore every year.
Today, although he owns onl:
part ofthebusiness, Sahadullawill continue
torunit. Asked about the new partnership
with Blackstone, he smiled and said that
w ]e hewon’t make muchmoney, he feels
that the fir

to the government during the crisis, whic
helpedin thestate’s covid- 19 management.

DrEkbal Bappukunju, aneurosurgeon
and public health expert who served on

the Kerala State Planning Commiss
recalled that during the pandemic, when
the publichealth infrastructure struggled

all odds. Hi on the next goal: s
ingthe firm on the stock market.

“They (Blackstone) believe in legal
compliance. When we go foran IPO with
them, I think itll be very advantageous.
Wewillsetavery good model..in having
ethics and ESG as a principle to follow;”
Sahadulla said.




